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KEY ECONOMIC INDICATORS 
(in millions of U.S. dollars 
unless indicated) 


Domestic Economy 


Population (millions) 
Population Growth (%) 

GDP (current billion CFA) 

Per Capita GDP current ($) 
Growth in real GDP (%) 

Consumer price index (% change) 


Balance of payments 


Exports (FOB) 
Phosphates 
Coffee 
Cocoa 
Cotton 


Imports (FOB) 

Trade Balance 

Current Account Balance 

Debt Service Ratio (as a % of 
merchandise exports, 
after rescheduling) 

Average Exchange Rate (CFA/$) 


TOURISM 


International arrivals (thousands) 
Revenues 


U.S.-Togo Trade 


U.S. Exports to Togo 

U.S. Imports from Togo 

Trade Balance 

U.S. share of Togo’s imports (%) 
U.S. share of Togo’s exports (%) 


Principal Exports 


U.S. major exports to Togo: wheat, textiles, cigarettes, rice. 
U.S. major imports from Togo: crafts, live animals. 





SUMMARY 


Togo is a small country on the coast of West Africa located 
between Ghana and Benin. The majority of the population depends 
on subsistence agriculture. Coffee, cotton, and cocoa are the 
major export crops. Phosphate exports are the largest source of 
foreign exchange. The capital, Lome, is a thriving regional 
commerce and banking center. 


Togo has followed an economic adjustment program with support 
from the World Bank and the IMF since the early 1980s. This has 
helped Togo achieve moderate economic growth and low inflation, 
although the economy remains highly sensitive to external factors 
such as the world price of its principal exports, weather, and 
the health of neighboring economies. The recent increase in 
world oil prices will likely hinder economic recovery. 


The Togolese Government’s top priority is encouraging foreign 
investment. In 1989 it approved a new investment code and an 
export processing zone (EPZ) law aimed at attracting foreign 
investment, and it has set aside land near the port of Lome for 
EPZs. In September 1990 OPIC and USAID sponsored an investment 
mission to Togo. By October 1990 the government had approved 19 
applications for investments under the EPZ law. 


Togo presents both trade and investment opportunities for U.S. 
businesses. Togo’s status as a regional trading center offers 
U.S. exporters an opportunity to reach many neighboring countries 
as well as the Togolese market. Donor-financed investment 
projects also offer export and consulting possibilities for U.S. 
firms. The government’s commitment to provide a favorable foreign 
investment climate makes Togo an attractive location for 
investment. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Country: 

Togo is a small, agricultural country on the coast of West Africa 
with an area of 56,800 square kilometers and a population of 3.4 
million people. It is bordered on the north by Burkina Faso, on 
the west by Ghana, on the east by Benin, and on the south by the 
Atlantic Ocean. Its per capita GDP is about $400. Togo is a 
member of the Communaute Financiere Africaine (CFA) franc zone, 
giving it a convertible, albeit overvalued, currency. French is 
the official language. 


The Government: 

Political power in Togo has been firmly centralized in the hands 
of President Gnassingbe Eyadema since 1967. He is also the head 
of the army and of Togo’s sole legal political party. As party 
chief, President Eyadema dominates the executive, legislative, 
and judicial functions of government. Togo is Western-oriented, 





and U.S.-Togo relations are excellent. In August 1990, President 
Eyadema made an official working visit to the United States where 
he met with President Bush, senior U.S. officials, and private 
business representatives. 


Economic Overview: 

Togo enjoyed steady economic growth for its first two decades of 
independence. When world phosphate prices skyrocketed in the 
mid-1970s, the government enjoyed a sharp increase in revenues, 
prompting it to embark on an ambitious, but poorly conceived, 
public investment program. When phosphate prices fell a few 
years later, the government had to resort to foreign borrowing to 
sustain the program. 


Togo responded to its deteriorating financial situation in the 
early 1980s by adopting an economic reform program supported by 
the IMF and the World Bank. The reforms included a reduction in 
the fiscal deficit, the privatization and liquidation of various 
state enterprises, tax and tariff reform, a reform in the 
agricultural marketing system, the decontrol of prices and profit 
margins, and the elimination of most import quotas. 


While the reforms have begun to show positive results, their 
effects have been overshadowed by external factors. During the 
early-1980s, Togo enjoyed lower inflation, improved balance of 
payments, and higher GDP growth. These trends were reversed in 
1986 and 1987 by falling world prices for Togo’s principal 
exports. In recent years, however, the economy has recovered. 
Real GDP grew by 4.9 percent in 1988 due mainly to good rainfall 
and increased phosphate exports. The growth of real GDP was down 
to 3.6 percent in 1989 due to sluggish domestic and regional 
demand, but that rate still exceeded Togo’s 3 percent population 
growth rate. Inflation has been minimal, with consumer prices 
rising by only 0.2 percent in 1988, and actually falling by 1.2 
percent in 1989. Inflation as measured by the GDP deflator was 
3.1 percent in 1988 and 2.3 percent in 1989. 


The near term prospects are for continued moderate growth and low 
inflation. While the economic reform program improved resource 
allocation and generated growth, the Togolese economy remains 
dependent on world commodity prices, exchange rates, climatic 
conditions, and the health of neighboring economies. The recent 
surge in world oil prices will have a negative effect on Togo, 
although Togo will benefit somewhat from a stronger Nigerian 
economy. The success of the government’s efforts to encourage 
foreign investment will be a key factor in Togo’s long-run 
prospects. 


Agriculture: 
Agriculture is the main vocation of nearly 80 percent of the 


population. It generates 30 percent of GDP and accounts for 





about 25 percent of total exports and 10 percent of government 
revenues. 


Togo’s principal staple crops are corn, cassava, yams, sorghum, 
millet, and groundnuts. Most food crop production comes from 
family farms of less than 3 hectares. Favorable rainfall led to 
good harvests in 1988 and 1989. Livestock production plays a 
relatively minor role in Togo, although it is becoming more 
important in the north. Fish is an important part of the Togolese 
diet. Most fishing is by artisanal means. Annual fish produc- 
tion ranges from 10,000 to 14,000 tons, about a third of which 
comes from inland lakes and rivers, and the rest from the sea. 


The major export crops are cotton, coffee, and cocoa. Cocoa 
production has fallen owing to aging trees, disease and land 
tenure problems. The World Bank and the French Government have 
supported Togolese Government efforts to replace aging cocoa 
trees with hardier varieties. The government has also 
liberalized the agricultural marketing system in order to bring 
producer prices more in line with world prices. Nevertheless, 
exports have steadily declined, falling from 10,825 metric tons 
in 1988 to 6,537 metric tons in 1989. World cocoa prices were at 
historically low levels in 1989, but have rebounded slightly in 
1990. 


Phosphates: 

Phosphates traditionally account for a third of total exports, a 
fifth of government revenues, and a tenth of GDP. Togo has an 
estimated 130 million tons of phosphate reserves, and the 
government-owned Togolese Phosphate Office (OTP) has a production 
capacity of 3.5 million tons a year. Production costs are among 
the lowest in the world. According to customs statistics, 
phosphate exports shot up from 2.4 million metric tons in 1987 to 
3.4 million metric tons in 1988 and 3.3 million metric tons in 
1989. Higher phosphate prices helped drive up export revenues 
from $87.2 million in 1987 to $122.5 million in 1988 and $140.9 
million in 1989. The increase came in spite of environmental 
concerns about high cadmium levels in Togolese phosphates which 
‘have limited Togo’s exports to its traditional U.S. and Western 
European markets. World phosphate prices are down in 1990. 


Industry: 

Industry plays a relatively small role in the Togolese economy, 
usually accounting for only about 6 percent of GDP. Much of 
Togo’s industrial base dates back to the government’s industria- 
lization program of the 1980s that resulted in a number of 
ill-conceived and poorly run parastatals. However, the government 
has since liquidated some parastatals, privatized others, and 
improved the management of many of those remaining under state 
control. The government signed a 10-year lease with foreign 
investors on its steel mill in 1984. The mill is now being 
operated profitably, albeit at only one-quarter of capacity. The 





government has recently sold its two textile mills to a Hong Kong- 
based company. Shell has taken over the government-built refinery 
-- inactive since 1983 -- to use for storage of refined products. 
In 1985 a Danish company signed a 10-year lease to operate a 
government-owned dairy. Other major industrial concerns include a 
biscuit factory, a spaghetti factory, a brewery, a flour mill, a 
detergent factory, and an edible oil refinery. 


Commerce: 

Commerce plays a leading role in the Togolese economy. More than 
400 trading companies are registered in Togo. Togo has some of 
the best port and airport facilities, roads, and telecommunica- 
tions in the region, making it a transshipment center for goods 
to neighboring countries, especially landlocked Mali, Burkina 
Faso, and Niger. Moreover, Togo has pursued a relatively open 
trade policy. This policy was reinforced in 1990 with a simplifi- 
cation of the tax and tariff structure and the elimination of 
export taxes. While officially some 25 percent of Togo’s imports 
are reexported, the true figure is probably much higher since 
many of the goods entering Togo leave the country through 
informal channels. 


Banking: 

Togo’s well-developed banking sector goes hand in hand with its 
status as a regional trading center. The five most important 
commercial banks are: the Union Togolaise de Banque (UTB), the 
Banque Togolaise pour le Commerce et l’Industrie (BTCI), the 
BIAO-Togo, the Bank of Credit and Commerce International (BCCI), 
and Ecobank-Togo. There are also two development banks: Banque 
Togolaise de Developement (BTD) and the Societe Nationale 
d’Investisement et Fonds Annexes (SNI). The Togolese banks are 
generally in much better financial condition than their counter- 
parts in other CFA zone countries. There is ample liquidity in 
the banking system, although interest rates remain high due to a 
lack of competition and Central Bank policies designed to stem 
capital outflows from the CFA zone. 


Tourism: 

The Togolese Government has put a high priority on attracting 
tourists and international conferences. There are three modern, 
first-class hotels in Lome. Citizens of the United States, 
Canada, and EEC member countries do not need visas to visit Togo. 


Foreign ,Investment: 

The Government of Togo approved a new investment code and an 
export processing zone law (EPZ) in late 1989 designed to 
encourage foreign investment. The new investment code provides 
for faster approvals and more favorable tax treatment than did 
the previous 1985 code. 


Most foreign investment will probably be made under the EPZ law, 
which covers export-oriented firms. The EPZ law allows duty-free 





imports and exports, a 10-year income tax holiday, reduced payroll 
taxes, a 10-year exemption from taxes on dividends paid to foreign 
shareholders, an exemption from the general business tax, the 
right to hire and fire workers freely, reduced electricity and 
water rates, and the right to hold local foreign currency- 
denominated accounts. 


The government has set aside 35 hectare and 72 hectare sites for 
the development of EPZs to be managed by private companies. 
Companies may locate outside of an EPZ and still enjoy the 
benefits of the EPZ law. Enterprises set up to service EPZ firms 
enjoy EPZ status. As of October 1990, 9 proposals have received 
final approval and another 10 have received preliminary approval 
under the EPZ law. The first EPZ factory was inaugurated in 
October 1990. 


Balance of Payments: 

Togo’s balance-of-payments situation improved slightly in 1989. 
Exports rose from $325 million in 1988 to $332 million in 1989 
mainly as a result of higher phosphate exports. Imports were 
down from $353 million in 1988 to $344 million in 1989 in 
response to weak demand in both Togo and neighboring countries. 
Accordingly, the trade deficit fell from $27.6 million in 1988 
to $12.8 million in 1989. Part of the improved trade balance can 
be attributed to a stronger dollar since most of Togo’s exports 
are denominated in dollars. There was no change in the services 
account from 1988 to 1989, and the current account deficit fell 
from $64.5 million to $34.8 million. The situation should 
deteriorate somewhat in 1990 due to the fall in phosphate prices 
and a decline in the value of the dollar. 


External Debt: 

Togo’s debt burden has fallen thanks to favorable Paris and London 
Club rescheduling terms and debt cancellation. Outstanding 
external debt fell from 81 percent of GDP in 1988 to 70 percent 

of GDP in 1989. Similarly, debt service after rescheduling fell 
from 29 percent of exports to 16 percent of exports, due largely 
to the cancellation of $21 million in scheduled debt payments to 
France. 


IMPLICATIONS FOR THE UNITED STATES 


Exports: 

In spite of Togo’s traditional commercial, linguistic, and 
cultural ties to France, Germany, and other European countries, 
U.S. firms have made considerable progress in selling to the 
Togolese market in recent years. U.S. exports to Togo grew from 
$20.5 million in 1988 to $27.9 million in 1989 -- a jump of 36 
percent. The declining value of the dollar should lead to 
further increases in 1990. The increase in exports has come 
primarily in textile remnants and used clothing, cotton ginning 





equipment, wheat, rice, cosmetics and hair care products, and 
grocery products. Even California wines have broken into this 
French-dominated market. Many of the U.S. exports to Togo find 
their way into neighboring countries. 


There are several donor-financed public investment projects that 
could provide opportunities for U.S. exporters and consultants. 
The World Bank has signed an agreement to provide partial 
financing for a $38.5 million project to rehabilitate and extend 
the power supply system and a $15.7 million project in support of 
technical education, including the construction of offices. It 
is also reviewing a possible $14 million health project. The 
African Development Bank is reviewing a $20 million rural 
development project; a $4.7 million technical assistance project 
for the ministry of mines, including the construction of offices; 
and a road rehabilitation project (amount unknown). 


Investment: 

The Togolese Government’s wholehearted support for foreign 
investment, as evidenced in the new investment code and EPZ law, 
gives Togo one of the most favorable investment climates in 
Africa. In addition to a favorable regulatory environment and 
relatively good infrastructure, Togo offers pleasant living 
conditions for expatriate staff. On the negative side, the value 


of the CFA franc makes many local costs high by developing 
country standards, although the CFA franc is less overvalued in 
Togo than elsewhere, and the real exchange is actually declining 
due to Togo’s low inflation. Utilities, notably electricity, are 
especially expensive. 


The U.S.-owned steel mill, Societe Togolaise de Siderurgie (STS) 
has already demonstrated that U.S. investors can make a profit on 
industrial projects in Togo. The list of investments approved 
under the EPZ law gives an indication of other sectors of interest 
to foreign investors: clothing, buses, dehydrated fruits, metal 
containers, pylones, fences, glue and derivatives, cosmetics, 
veterinary products, seafood (three separate projects), ship 
repair, shoes, car seats, a floating steel products market, 
salt, carved wood products, airplane servicing, and artificial 
hair. Most of these investments are aimed at the West African 
regional market, although exports from Togo also enjoy 
preferential entry into the United States under the Generalized 


System of Preferences (GSP) and into the EEC under the Lome 
Convention. 
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